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XM?RQSnC : TIOB 

The measurement of national pother i3 a problem for -which there 
is no single statistical answer - H© measure has yet been conceived 
which will tell, in absolute terms, the size of the national power 
of any state. It is possible, with some degree of confidence, to 
measure ordinal changes in the national power of a given geo-political 
entity. Lacking a cardinal base, however, it is not possible to relate 
relative power between two or more states by any known procedure which 
would be commonly accepted by all, or even most, viewers of the 
international scene. 

These qualifications on the measurement of overall national 
power apply also to the more specialized consideration of the economic 
aspects of national power. While it is true that there are a number 
of overall economic magnitudes which lend themselves to statistical 
measurements, it is equally true that when used for inter-temporal 
or inter-spacial comparisons these measurements have inherent limitations 
which circumscribe sharply their validity without Qualifications , In 
most cases, the qualifications tend to blur the -meaningfulness of the 
comparisons made. For the purposes of this paper there are four 
problems in the analysis of economic power which are directly relevant 
to our considerations. They are: (l) the problems of measurement 
of economic magnitudes j (2) the problems of time projections of economic 
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activity | (3) the problems of comparability of given economic 
measurements! and,, (h) the problem of the meaning of these indicators 
as related to a concept of economic power. The first three of these 
are essentially statistical problems with their attendant difficulties., 
The fourth is a more elusive problem, not subject to statistical 
measures, and it is treated further in the following section . In 
the analysis of the economic power of the Soviet Union and the 
Sino “Soviet Bloc these problems must be examined not only as 
economic measurements but, and perhaps more importantly, as they 
•relate economic posture to Soviet political, military, sociological, 
and psychological goals . 

The report which follows consists of three parts which, taken 
in reverse order for purposes of clarity, ares 

Part III = A series of specialised studies of various economic 
activities and measurements of the Sino-Soviet Bios designed to ' 
provide a background of material which, in one manner or another, 
is relevant to the understanding of economic power. These studies 
have circulated to the Task Force and should be considered as th© 

Third, or Appendix, part of the study. They also provide the backup 
for the preceding part of the report! 

Part II - A summary of those specialized studies which seem 
mosb directly relevant to the problem of the measurement of Soviet 
and. Sino “Soviet Bloc economic power, particularly as this measurement 
invites comparisons with the U. S. and the l-Jestern World. 
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It makos it possible fee these countries to direct thsir economic 
policies in direct support of political,, military, sociological, and • 
psychological . goaas at aatioaal ard international levels. yie aTQ'*"aty 
to moad economic policy to suit non “economic activities provides a 
flexibility with which it is possible for the 3ioe states to undertake 
economic actions as a direct response to current internal or external 
problems or to undertake actions designed to produce a reaction - not 
sucessa* ily economic “ on the part of either the Western world or the 
Bloc populace . 

‘Third, this direct control has aided the Bios when engaging in 
direct competition with the West in aetablished Western markets and 
in trade and aid relationships with the underdeveloped and uncommitted 
countries of the world . It means that not only a consideration of the 
capabilities of the Bloc to compete on an economic basis but also 'of 
its intentions to wield political and military influence through the 
use of economic pressures must be mad®. The Bloc has reached an, 
economic size where its entry into competitive world markets may be 
used as a potent political weapon. Thus, it can, and dees, fashion 
a foreign aid program with the underdeveloped and uncommitted countries 
based on political goals as well as upon rational economic consideration, 
‘This does not imply that all, **, or even a large part - of the inter “bloc 
tede As not based upon economic considerations. In fact, quite the 
reverse is the ease. The increment to power comes into play when the 
potential ability of the Bloc to arbitrarily sod drastically shift 
trade relations for noneconomic reason® is evaluated. 
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in these goals are also mors ©3.srly tra a . .d >' ; d ir.io economic action 
l)y virtue of this control of all economic activity. Th© Bloc is 
further aided in this respect by its relative irdependoace with 
respect uo outside sources of supplies. 'fhus, in competing with 
the Western world for markets and for sources of supply in the 
underdeveloped and uncommitted nations of the world the USSR and 
the Bloc as a whole can he guided by wholly noa-asoaomic objectives. 
While it is true: that a great many of the trade and aid programs 
of the Bloc have a mutual economic 'justification:; the bilateral 
trading practices of the Bloc* the priorities of iatra »Moc i&s&Uj 
and the Soviet Union's greater need for Western industrial products, 
when coupled wiah the scmstimes blatantly political motivation, may 
continue to limit the growth, of ‘these trade relationships with the 
underdeveloped countries . 

Competition by the Bloc in established Western markets in the 
non “industrialized Free World may occur in seme isolated industrial 
products and raw materials. Seme such competition will, in ell 
probability be effected for political reasons and its form and extent 
will depend largely on ‘che political exigencies of the particular 
situation. On the other hand. Bloc trade with the industrialized 
Wes tern nafciozus will continue to serve primarily as a. means ©•? 
obtaining essential Western technology and/or hn-- A, currencies . 

One further concluding note is in order. With its ability 
to direct internal economic activity the USSR is in a position 
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to alter the pattern of end use of eeo&osaic output directly— and 
virtually at will. While we foresee a level of defease expenditures 
during the next 10 years which remains constant— or grows only 
slowly (not sore than 3 percent per year) this projection is based 
on a aussfcer of assumptions which obtain ©t present and which we 
expect will obtain^ in general 5 dusking the period of the estimate. 

A aayked change in Soviet military * political^ or economic goals 
could alter this projection markedly. la shorty given the assumptions 
"that rapid overall economic growth— with a priority on heavy 
industry sad scats gains to the consumer™ -which will insure fulfill™ 
meat of the J Year Plan is a major goal of the USSR ®M given the 
assumption that (advanced weapons systems costs will ba largely stat 
out of reduced conventional defense expenditures our projection is 
reasonable ©M the relative economic power of the USSR (and the 
Bloc m a whole) will continue to present a growing challenge to 
the West.. We cannot significantly affect this econcsaie growth of 
the Bloc by domestic ecoaossic meas ures . 
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will claim a reduced share of GHPj perhaps ®g iw ag 7 percent to 1965 
5 pe^eeat to 1970 . if it retains a elai® oa © 

constant stew of 6 HP* it would regain at about 9 to 10 percent. 

Befease e^sditure®* although relatively stable since 1955* 
reaaia as potentially the dost volatile eleigent is the Soviet G!P 
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field tbs resi?lt of which could fee to either raise or lover 
total military e^eMitures. A lowering of the relative share of 
total output going to defease would result is ©n increase in the 


LfaW UfT *’151 Hi 1 1 


of this charge ia allocation would depend upon where, in the military 
establishment the reduction— or tools of growth— occurred as well as 
upon any independent intention to increase the relative share of 
either consmption or investment. Bar the seme snelogyj, the raisiag 
of military expenditure® would have an ia^aei on these other sectors 
m& the effect of this iapact on growth would depead upon the composi- 
tion of the increased military effort. It seem® most reasonable so 
©©©tees that any such increase ia military expenditures would fee in the 
areas of advanced weapon® teetaolo^r and would therefore cosset© with 
the investeeat resource OsBaate of the heavy industrial sector thus 
saTOleg a slowdown in overall growth. ShouM the S£»aet fee oriented 
toniards absorbing manpower increment© which might otherwise fee 
©lloesstsi to the consumption sector $ growth Eight also fee Inhibited 
fey the allocation of maepcwer to support © larger conventional military 


jig seetor of origin,, industry will continue to fee the favored 


of the Soviet eccacsy through 1970 • 19&5 &© sa 
will fee industrial ' ia origins fey 1910 this share % 
sent, i^iculture will grow at a ©lower rate than 
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Projeetioas bsyoafi i 960 are aotMsg sore than bast ' estissatea of 
He estimate that, for the short tern (2 or 3 years),, 

SOTSet ^ lit3 ^ ^Mituroa will rssEia at about the saase level as ia 
tfe raeeat past (roughly level sines 1959). 3Ms estimate £a predicated 
^ea tks fact that the ^iguia^seats of tbs massive development program 
one Se^aa Hm fall azoat heavily oa the heavy iaSuatrial s^rtnr 
ia these yaass. It is clear that problem of isaqpmner, Industrial 
Hoaeraizat£ OE j a^lcultol seehaaizaticnj and industrial ^ agricultural 
organisation sad Mssa@ep 12 .ut are most critical teiag this time period. 

She explicit defease bu%ei for i 960 , KfeKDhehev's aaaouae^a-fc of troop 
reductions, actions taken to increase the xassStoe of worker s in the 
industrial labor force oafi the feplen^tsticn of cost reduction iseeatives 

Eesenreh and BeveloKaent, and other process 
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with the? higher 


pates at the feeglaning rather than the ©»d of the period. M is the 
USSBj, living standards will iacreas® el^ificffintly ens&, fey the 


of tfea period rsay approach the 1950 West german level. 

Investment will fee a priority sector in all of the Satellite 
ecoBosdesj growing at a rate above that of 6BP growth thremghont 
the period ©f this estimate. For a ©hart period during the ’Wa 
eourse" 1 end Sssdlately following the I^Xioh ®sd Bwa«$ri©n prising® 2 
.inwsstamt was ®taMii«efl while eonsvsrotioa wa© raise#, to '“stable* 
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0©as«3pti©a will probably rise 2 to 3 percent per capita anMally 
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Sis.ee 195? the Satellites have attempted to coordinate eeoneale 
ptoa&tog oaS to fertog cfeoffifc specialization to prodnetlos through the 
Cim organization. Ms tresd will eositisass tSmyi^hont the emreat 
decade althOTgh progress to thi© direction will fee feaset fey 
difficulties . 

Ta CojE^aMist Chtoa growth will eoffitiare to fee rapid fiumtog the 
19^0 8 ©o Jtets© ©f ^owth of 6® sad toSns trial prcstaetioa will exceed 
those of the WBE ®ssl the European Sa.te2J.ltes fey a ©oasMera&l© 
rargtoo G® will toere&se to afeout 2§- t fee® the 1959 level ©ad 
teStasstrial production nearly 4 ttoes. CsjESUsatot China will reach 
©, total size to 1970 rearly ecus! to the TOSK to 195® (1® 
tosLustri&l pnetostioa vetoes). 

tjSxQ rapid to&m tffialfzetloift of the eeaaossf ®aS the resultant 
large tosrease to the unfeaa population will result to a rise of 
average per capita ©oas'ssptios^ at a rate that is estteated. at 
4 percent per anasos. Ths rate of growth of ©KP and industrial 
product ion is projected to slow down to the latter part of the 
10 ^©r period. A pen capita lacrosse to ecest^tioa averaging 
less than 4 percent per saagasa e@uLsA eese® that GI®? sssl industrial 
growth rates would sot ©low down as sassh as is esttoatsd. 

Sa say events SesMaist CMsm i® a rapidly gnawing increment to 
total Bloc ecoaoBie power sad will tahe .on Increased importance to 
CTay ecoaDssis power ’’equation 51 flurtog the 19 ^ 0 °© and the 19 '?O ll s» 

f T^? > estteateS growth of the Stoo°Saviet Bloc fraa I960 through 
1970 is shown to ikfele 2 P feelow. 
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adequate to support plasaeg. output iae. , psa®es ag^ it is estimated. 

• 

t&st sa? pleat eoastruetioa will provide proeessiag facilities which 
will enable CMaa to produce ©a output of 30222 200^000 a.t. by 1970. 
teh a level ©f output wouM barely ntset astieipafed domestic require- 
ssate. la the HS8K Euaaaal production my rise to 1 aillioa tons by 
1 970 ; eoamsgotloa require^&ts will rise to ©boat the seas level.. 
However ^ self ^sufficiency ia the USSB my '3© achieved Tby that date as 
© result of increased output couples! with the current programs of 
substitution of other sastsls* primarily alustoia* for copper wherever 
feasible. 

Ea ©lusdnua ©^ply position ia the M©s preseat© a smsh mom 
favorable picture. la the TOSH* production will rise sharply ari, 
despite the vigoroa© program of s^stitutioa of alumnus for copper,, 
production will exceed requirements to a degree which will allow a 
@*tiaeM nis© ia export capabilities . *b» ©as isffisvossftle spot ia 
this overall picture i© the low equality of the oXurnotsaous ore resources 
of the Bloco E 23 ®® ores require mom pro cessing thaa those used ia 
the West ®M eoasequasitly sates for greater production costs. SXg^i= 
fieant @x%mm&oa, of Soviet ©sports to the West nay be dependent ©a 
aeee©© to low^costj, Mgh-qu&lityy alunlaou® ores from external s©urees 
such ©s Africa, or Southeast Asia. Ea the other countries of the Bioe 5 
production will also rise sharply but they win eontiaue to h® 
dependent on the 'SSSH for ©css ©JLiaisiua feponts uatil at least 1970. 
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la the Bles ejs a whole auelear euerigr output will fee less thaa 
1 pereeat of total eues®/ output through out the psriod- 

ip.vs Siuo-=Soviet >Bloe will coutlaue ia the X96o's=“&s la reseat 
years —to rapidly lactase ' its output of producers goods. la acsse 
ite^— sad for oue 02 ? store ecuatries of the Bloe— these output galas 
tTill ssaaa ea ability to iaereas)® the share of producer durables as 
a part of total Bles trade with the Free WorM. 

la the WSSR* with the ssajor esseptioa of eheaale&l eqvd^sntp 
©sttaated output of producers goods Sorias the I96O-P period appear® 
adequate to support plasmed eeoaoaie growth. Brcductivity Xuereases 



will fee s&galf’icEfflt but ao -“teehaologiesl fereahthr&ugh csa fee iore~ 
@®©a. Output of Eetaleuttiag aaehiae tools will rise f?oa i60*0C0 
lEdt® la i 960 to 200*000 ueit© is 1965- Bsjmd 19&5 output la usaits 
Is sot ejected to rise sigaifi©mtl y. to iaere&stog share of total 
output will fee of the asore ecsspless* autoaat ie = type * Eaehiaa teals asi 
the total -mMs of output will ceatiaue to rise throughout the 


periodo Aperts of saehto® tools to the iafiustrialized West @ad to 
the us^erdevelepefi entries of the Free World eay well mash si@ai- 
recast levels throughout this period* With scrse pessifele exception 
rant of these exports will fee of feasle-=t^pe* ge^ral-puspose * tools. 
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they can he incorporated into end items by the presently existing final 
assembly plants. As a consequence, some items, such as receiving tubes 
and other standard components, began to move in international trade in 
1958 and 1959" Output of more technologically complex equipment, however, 
continues to rank low in comparison with the USSR and the European 
Satellites and the period 1960-1970 will continue to see intensive 
efforts to reduce dependence on outside sources for these types of 
equipment. Such dependence will probably be sharply reduced- -but not 
eliminated --during this 10 year period. 

C • Technological Growth, 1959 "1970 s 

General economic growth, rates forecast for the Sino -Soviet Bloc 
over the next decade— and particularly industrial production growth 
rates --carry with them implicit assumptions of significant technological 
progress in raost--if not all-fields of economic activity. These 
technological gains stem from two basic sources. The first— and to 
date (approximately) the most important --of these sources has been 
''borrowed" Western technology. This is not to say that the Bloc, 
and particularly the USSR, has not made significant technological 
gains through its own research and development activities, but rather 
that the bu3.k of Bloc industrial technology is based on pre -existing - - 
Western -technology. At the present time the gains which can be realised 
through the additional borrowing of new tecb.no3.ogy are much less 
numerous in example and- in general, .less significant in impact. 

Secondly, Bloc --particularly Soviet -engineering research and development 


Light industry growth (consumers goods) has been largely igaox/ed in 
the preceding section on industry- -it is treated later in the Consumer 
Welfare section . 

■ ■ -32- 
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is at a high .level of ccsspetaace an?. they® is every reason to aspect 
that it will continue to grow in stature, khjcr gains :-.n the -Tidespread 
application of modern Indus brief', technology wt..*,.. he wads by the USSR 
during the next decade. Sam of these gains rill probably ccraa in 
isolated production areas and will lend support to me Soviet- goa>. ox 
«» catching up" "“at least within those areas. ^Ssis narrowing ox the gap 
between Soviet and Western technology will reduce future Soviet 
capabilities to make rapid gains but will not reverse the trend. of 
rapid technological growth in the Siao-Sovlet Bloc. Productivity gams 
will continue to be large and will lend continued support to rapid, IMP 
and industrial growth. 

Technological innovation is not, either in a market oriented, or in 
a Soviet “type economy, a be-all and. an end-all in itself. Absorbtion 
of new technology into the productive processes of economic activity 
is a problem in any economy. Tm Soviet leadership shows an awareness 
of some of the basic problems that can impede the absorbtion of technology 
by th® USSR. Given a continued rapid rate of technological giowth and 
success in th® absorbtion of this growth into economic activities the 
USSR will press very hard during the next decade against the present 
US over all superiority in Industrie?, technology. 
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jicrv'O GUT-put rr i . .c:. y e 
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in the li'lve rc ” catch up 5 ’ with the 


capita output. birr quality axel brood vf- ,v.c5.u«t u.U: arc-; alto 
accounted for thr rro ( y-ct. : .d position of Ibr Soviv-.i cousumey in ..110 Se 
even less rto&wsslVK . ly Soviet sturdurl? eh- gal.-- ar - r licrr.-r • 
and they ulll afford :l> .cr: easing satio<l*&C5 dors la the ..r/v-yrgu- Soviet 
{particuj£jfly crlbl-Ma., 

f 

Ittrsasad rsttll trade svx vie* s; iiaprovajisats in thr ovality end 
availability of m-^oiua'L e‘-.cr.. ees* ii-u.-:o‘r?c:r-fc,s Lu tf&ucahi on; and 
improvamrnts in h ••;;•. pua'iti, design, and. aster iac-nt of clothing and 
footsaar &va also anticipate, due irg hb- period, :1:1s c-..:..ea>: evidence”" to 
the Soviet ettasua.n* -* of sre-gcaas i.« the drive to ” eat ah. up 5 ’ with the 
West should tend to improve tbs populations loyalty atJ. iiuppoxt for the. 
regime and •wilt provide a basis for 1>; cor hives to gr-aator efficiency. 

Xn the Suropsaa Satntli ors a 1 to $ pe,;. ert yea rly rx* capita 
increase in .Living stardaxda during the period will .; vv- ,-so the trends 
of the 1950-55 period. IM..: isc. -,?.v d priority od '• ivirg sis'sdsu’de 
increases ’-rill he effected largely by sv. j.inpj’crtcrert l.n. the quality cf 
the diet, by an increased evai. '.ability of durable- consumer goods, aud 
by better — * ‘but still poor — housing standards. By 19 fQ fesst eoria.jy 
and (‘aeeh.oslovakia may reach. ih j pres a ± Urs t usrmaa standard of living; 
Poland arc 1 Hur-gaiy will probably reach, only about d/4 of that :!«vei 
•Chess iaerfcases thould assist the Satellite; .regimes ia msdutolaiag i?.it? v nz 
stability and should provide the communis i heirareby with a better 

i 

^advertisement” for "fonsauntea” than previously, rhs.ee galas will an 

”3 7 " 
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G. Tj«r»spoj tattoxt at;d Ca m mor! catio ns Itevel opaarc i-s, 1 959-19. 


the 


Ike inland transport oysteai of the 
economy during fcha .i960”e ^Xtfeowga. 


Bio? will meat the demands of 
i-i. will have UlitJe reserve 


capacity. B&iirosfe vrlli perform «& estimated TS paceem, of total 
U»-feO.«Met^r©. Couwimifiu China's inland system may no tager fee a 
limitation upon, the rate of growth fey the close of the decade. Coa- 
siderafeto toxstease to efficiency of inland transport will fee gained 
from technologic si iipwvaner.t®. Activities fey C®!A ard 0SSED in 
this field will, insure isproved roordtoti® of inuatsd trshsportstiot ■.. 

Ihe Bloc merchant fleets will grow at a phenosecal rate over the 


next ten years almost tripling deed weight tonnage to over 36 mHU.or. 
dead weight tons* The percent®; ge of world irt.ematioES.1 neafeorae 
cargo carried by Bloc veenels. will, nevertheless* only increase from 
afcoitf 8 $ to i 960 to about 10# of the tote! in .1910 • % ttie e0 & 0-f tte 
decs.de., hwmver, Blot*, vessels will fee able to carry all ititra-Eloc see- 

trade and that portion of Bloc seaborne trade with Western countries 
which would under nonml shipping practices fee carried, in bloc ships 
about 60 percent of Ihe total. In addition there will "be about b Mil ion. 
derd weight tons for use It direct, competition with Western ship owners. 
Thus tfca magnitude of shipping tonnage available to the Bice fey the 
e»<i of the decade will vm only relieve the current heavy dependence 


no thfe West for shipping service* t-ut will also provide a B ® aEiS °f 
economic petoiTatior. and economic warfare. 
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0/e:r the deeed* the Soviets will rapidly expat* civil air op-mt.ioas 
ateti wtl1 »*fc*taatially Increase intexmt local a- traffic. 

% 9 *abUebing. end in effect, wscqpolizing through Intentional routes 
aero,, the USSH «* other BXoe countries they ^ he able to attract traffic 
awnv from move circuitous Free World routes. The x&rgf* increase to fcigp 
perforce required for «on of civil aviation would add to 

tl« ■Uitary-loitistical capabilities of the Bloc, to addition, the 

3WMew *’ of .large mafeevs of high performance Bloc aircraft operating 
abroad would 'be a prestige factor, 

the period the Sloe will continue to «>*par;,i ju 

.apahilities in uhe Held of interaatibnal broadcasting as » weapon of 

® Rj ° r ta * POjrt * lSCe ,a lbe PWpagaada battle for tofluer.ee to the .undeveloped 
countries . integration of Sixto-Soviet Bloc telecom^icatiocs facmtlcs 
probably w«.l proceed «t ao accelerated rate. Ah orgaid»tioa within the 
Bloc, dominated ty the USSR, is overseeing the standardisation, integration 
and expansion of domestic and intentional telecaaemmi cations facilities 
services. By the end of J.965 the Bloc probably will have much 
progress to the provision of * highly integrated teleccesBunicati^s system 

wi.*! ...e another a actor :f savoring the eoheslveoess of the Bloc, in addition 

“*** -ewlopmrt, will be oi Impose for military communication. with to 
the air defense network. 

in the ftixt dftcada, continued rapid growth in the production of 
tele W uwcctio, S <W^-: «m p^mU the bloc to ***** n* S e>:s to 
uaa*ntev«t.lop*d countries * to spite of the present tight supply of 
Wl.c«unlcauc^ with, a the Bloc, subatanUai amount* to such 

;.av- a ready been toiportod or committed to T^hese countries .. galea 

-Ho* 
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and installation of this equipment are not only another element of the 
economic offensive hut offer opportunities for the acquisition of 
intelligence and for the subversion of internal control structures by 
manipulation of telecom facilities as well. 
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2. External Halations 

The complex of political and economic factors which determines 
the course of Bloc trade, as well as the pattern of action-reaction 
which characterizes international politics, render projections in 
this sector extremely vulnerable. A change in any on© of the ayriad 
Bloc political and economic relationships could significantly alter 
the pattern of Bloc, trade during the next decade. There are, however, 
several basic influences which are constants in this trad®. Bloc 
trade will continue to serve primarily as a means of acquiring goods 
needed to accelerate economic growth along planned lines, so that its 
volume and direction will largely reflect internal investment decisions 
within the Bloc. Bloc l©ad®rs will continue to vi@w trade within the 
broad context of Bloc political relations with the thre® major 
political areas into which they see the world divided: the socialist 
camp, th® capitalist camp, and the colonial or former colonial 
countries. Trad© will bs used, accordingly, to strengthen the Bloc, 
divide the capitalist camp, and wean th© underdeveloped countries 
away from the West. 

Based on the experience of the past 10 years it is assumed that 
Sino-Soviet Bloc trad© will grow at about th© same rat© as GJTP, so 
that trad© will boar about th© same importance in total Bloc economic 
activity as it boars today. Th® dsclining growth ratss projected 
for total output and industrial production over the next 10 years 
are thus parallelled by declining rates of growth for Bloc trad®. 

- ^3 - 
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Within the Soviet. Bios an increasing rationalisation of 
economic relations will ba achieved by 1970 through closer coordination 
of national economic plans, increased regional and national speciali- 
sation of production, and a greater integration of economic activity,, 

It is further anticipated that attempts will be made to modify 
certain Bloc practices which continue to inhibit the rational distri- 
bution of Moc resources C@°g= bilateralism, differences in national 
cost-price structures, and meaningless exchange rates). Th<s Increasing 
Soviet -Satellite and intra- Satellite exchanges planned for the next 
five years ar@ expected to solidify for an indefinite period the 
predominant role of the Bloc, and particularly the USSR, in Satel- 
lite trade «, These measures are expected to mates the Soviet Bloc a 
more unified and interdependent region, both economically and 
politically, by 197 © • 

For China, commodity exchanges with the Bloc will b® much l<sss 
essential after 197© <, China's leadership gives primacy to ths goal 
of achieving a high degree of economic self-sufficiency aad, while 
trade with the OSSR is expected to remain at a high level after 1 
197©, it will grow at a reduced rat© as China's modern industrial 
capacity is able to provide increasingly larger shares of the machinery 
and equipment required for economic development, Insofar as China's 
current dependence on Soviet machinery deliveries has inhibited 
opposition to Soviet policies and wishes, this inhibition should be 

- kk - 
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lessened after 1970. Thus there are forces at work whies will tend 
to we aken the degree of economic sad there fore political eohesina 
between China and the rest of the Communist Bloc after 1970. 

There will be aa expansion of Bloc trad© with th® industrial 
West, primarily to obtain the advanced e^u&gaent' aad technology 
seeded to accelerate the growth of th© Hloc’s economic aad military 
potential. This trade wiU, however, represeat a relatively small 
share of the total trade of each side, and the economic development 
of neither will be vitally dependent on these trading relations. 

It is hi ghly unlikely that the USSR wiH seek to disrupt 
Western markets as a measure of economic warfare glace th® effective- 
aess of such, actions is questionable and the results would impair 
the basic objectives of Soviet trade. Regardless of intentions, 
however, the iateasil&r of sporadic Soviet export drives -- designed 
primarily to acquire foreign exchange -- could have disruptive effects 
similar to those caused recently by large-scale Soviet entry into 
world tin and aluminum markets . The Soviets will generally be 
amiable to asgotiaiions, however., both because of their desire 
to hav© a voice in Western marketing arrangements sad because 
actions antagonise certain uaderd@v«Xopsd producing countries with 
whose products those of the USSR compete. 

Bloc economic relations with Free World underdeveloped countries 
will be used chiefly to ext®ad the sphere of Bloc influence in 
these areas. This basic political motivation readers the trade 

- fc5 - 
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highly volatile, since its future fi@velops.aat depends both on the 
assGssE-sat by Bloc leaders of the potential political gains to ha 
achieved and on the receptivity of t-h® uncommitted countries. She 
substantial political gains which have accrued to the Bloc so far, 
and the insignificant cost >.of this program in tor^s of Bloc 
domestic economic activity, will bo a strong induccgcsat to Bloc 
loaders to continue the economic offensive. This assessment would 
change.' if the Bloc suffered severe political reverses is these areas . 
Among the underdeveloped countries the Bloc program has so far boon 
generally wen received. As the economic strength and political 
prestige of the USSR and the Bloc continue to grow, the reluctance 
of uncommitted countries to extend economic relations with the Bloc 
will be diminished. 

She program is expected 'to expand geographically over the next 
five years, with nominal assistance being offered to maay countries . 
The concentration of large Quantities of aid in a given country 
will most likely occur only in geographically or politically critical 
countries. 'Whereas the next five years of the offensive will be 
concentrated on the African continent, it is expected that the last 
half of the i960 1 s will soo a greater concentration of trade and aid 
offers is Latin America. 

The offensive can be substantially increased in volume without 
seriously affecting economic programs within the Bloc. An increase 
in ercfi.it extensions of $200 million a year would bring about net 
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drawings of about cj&q billion dollars annually by 1970 • Whil© th© 

USSR will continue to b<B the chief source of Bloc aid, especially for 
large projects life; the Aswan dam, the European Satellites are 
expected to provide a larger amount of economic assistance than in 
the past o China's aid program will be relatively independent of 
that of the Soviet Bloc, and its si&e and concentration will depend 
primarily os politico! developments in Southeast Asia* fhe Chinese 
aid potential will be enhanced by China 8 s rapid economic growth and 
by expected improves&ents in its balance of payments. 

Soma shifts are anticipated in th® commodity composition of Bloc 
trad® with the um&grdsveloped areas over the next 10 years » She share 
of machinery and equipment in Bloc experts will soatiaue to rls©, 
particularly as the European Satellites take a sore active part in 
the trade and aid offensive, A more pronounced shift should occur 
is Bloc imports fraa these areas, Sh© development of the basic 
industries of th® uaderdevelopsd countries, built largely with • 




of industrial raw materials, is mazy of which the Soviet Bloc is 
deficient. Similarly th© Bloc may provide a market of some signifi- 
cance for exports of th® newly -developing consumer goods industries 
in these areas » 
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